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Introduction

In April 2012, the Cook County Unincorporated Task Force along with Board President Toni Preckwinkle
began prioritizing studies of unincorporated are&sice unincorporated areas are by definition not a part

of a municipality the jurisdictional authorityto provide government services in these areas rests with
Cook Countf t h e “ (TheuCivic Federatigoroduced 2014 and 2016 report®ncluding that the

costs to the County to provide municidalel services to thesenincorporated areas exceeds the
revenue generated by them. Among the many pockets of unincorporated land and communities, the most
populated exist in Maine and Northfield Townships in a mostly contiguous area bounded by Des Plaines,
Glenview, NileandPark Ridgé t he “ St. TheCyi vAirce aF'e)der at i on'theStadp 14 r ep
Areaas a top priority teexamine Annexation oportions of the Study Areby neighboringnunicipalities

have been discussed by the County, the Civic Federation andntn@cipalities as it is typicall more

efficient for services such as police, fire, public works, permitting and inspedttidoes provided by a
municipality rather than the CountyHowever, from a municipal perspectjvannexation of these
unincorporated areas would likely be feasiblayif the revenues generated from the properties offset

the cost of providing municipal services and needed infrastructure upgrades.

TheChi cago Metropolitan AlgeahTechnichl édssistande dLAA) iproggamss ( CM
assisting Cook County with the MaiNerthfield Unincorporated Area Plan. The plan evalaétie Study

A r e ahallenges and opportunitiesdentifies viable strategies to help guide future growth and
developmen, andfocuseson issue®f stormwatermanagementhousing, transportation, public services,

and image and identity. In addition, the plan will examine $hely Area'’s relationship with neighboring
incorporated communities, each of which is representedhateering committee.

CMAP engaged SB Friedni2evelopment Advisors (SB Friedmamgstimate therevenuesand coss of

annexation from a municipal perspectives part of a benefitost analysis (BCA)mportant to
understanding the methodology behintté BCA is understanding the connection between a property
owner’'s overall property tax rate and the service
a property owner is also known as t heaxihgchodmposi t e
(i.e., school districts, fire protection districts, municipalities, townships, and many others) which provide
services to a property. Each taxing body levies a property tax for their services which collectively sum to
the properxrgte. s overall ta

Most taxing bodies would not change their service boundaries in an annexation scenario and therefore
are not being reviewed as part of the BCA. For instance, the area served by the Cook County Forest
Preserve District would not change in an aratéon scenario, therefore that portion of the composite tax

rate would not change. Howeverssubareas are annexed into a municipality, residents of those subareas
would be required to pay the municipal property taxes in exchange for the provision ofipairservices.

In some cases, this may mean that an existing taxing body is consolidated into the munidipalijore,

this report considers only the revenues and expenses associated with the provision of municipal services.

This report summarizeshé methodology for conducting the BGér municipalitiesand the analysis
findings.The BCA will be included with the final Unincorporated Area Plan, and BCA findings will affect
some overall policy recommendations of the plarshould be noted that th&CA revenuesnd costs are

order of magnitude estimates based dataobtained fromthe County CMARmunicipal staff interviews

and analysis of municip@omprehensive Annual Financial Rep@@AFRs)Nd other budget documents
Further analysis may be needtalrefine revenue and cost estimates outlined in this study if the County

SB FRIEDMANDEVELOPMENT ADVISORS 1 www.sbfriedman.com
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and any of the municipalities move towards crafting Intergovernmental Agreements regarding annexation
or cost/revenue sharinglhe BCA is an initiatampt to quantify the impact on municipalities of providing
services to unincorporated areas in a manner that is consistent with the standards by which the adjacent
municipalitiesare currently serviced.

Overview of Scenarios

TheStudy AreaBCAis organized around a series ¢én (10) possible annexation scenarios (collectively,
the “Scenar i os’ SudyA€aviioivedubareads srtbwntiriap 1. Four neighboring
municipalities— Des Plaines, Glenview, Niles and Park Ridgee analyzedas potential annexing
jurisdictions ovethe varioussubareasFor the purposes of the BC8B Friedmaassumel that:

1 Only adjacent municipalities would csider annexation of any subarea;
1 Municipaliies would annex each subarea in its entirety (though it is possible for multiple
municipalities to annex different pieces within Subareas 1, 2, and 3).

SB FRIEDMANDEVELOPMENT ADVISORS 2 www.sbfriedman.com
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Map 1. Study Area Subareas
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Based on these assumptignidie 10 Scenariogo be analyzed are id out in Table 1. SB Friedman
completed separate benefitost calculations for eac&cenariogiven the fiscal framework of each
municipality.

Table 1. Potential Annexing Municipalities by Subarea

Subarea Potential annexing municipalities

1 Park Ridge, Des Plaines, Niles
2 Glenview, Des Plaines, Niles
3 Glenview, Niles

4 Glenview

5 Glenview

Source: CMAP

Through existing conditions analysis, CMAP fbaad the Study Areao be predominantly residential
(approximately90% of equalized assessed val(e® E AAof parcel land)The Study Aea features
more than 60% of its residential units in mt#imily structures as opposed to singémily homes-only

in Subarea 4 does the number of units in sidglaily homes significantly outweigh those in nufitimily

buildings.Other conditions which may significantly impact BCA results include:

1 Population ranges fronapproximately 12,505,000 in Subareal and 2to 2,0003,500 in
Subarea 3, 4 and 5 With limited employmentPaytime Population (residential ppulation plus
non-resident workers) is not significantly different from the residential prdflig,00315,500 in
Subareas 1 and 2, 2,0d0000 in Subareas 3, 4, and 5)

1 Though etail square footage is relatively limited with only Subarea 3 featuringrafisant level
of retail developmentthe presence of food service and gas statitmeughout the subareas
creates opportunities for sales tax revenue in other subareas as well

1 Townshipmaintained centerline roadway milgsvhichwould become the respaibility of the
annexing municipalifyare variable, ranging from less than a mile in Sub&rtmover 10 miles in
Subarea 1;

9 Police calls were also variable, ranging from roughly 1.0 call per resident in Subarea 1 to 1.7 calls

per resident in Subarea 5.

Existing conditions by subarage outlinedin Table 2 on the following page.

SB FRIEDMANDEVELOPMENT ADVISORS 4 www.sbfriedman.com



CMAP Fiscal Impact of Annexation, Mai®rthfield Unincorporated Area Plan

Table 2. Subarea Existing Conditions

Subarea Existing Conditions

Total Residential Units 5,905 5,470 863 1,230 1,230
Singlefamily 2,342 1,055 534 1,045 402
Multi-family 3,563 4,415 329 185 828

Total SF of Retail

Development 54,280 12,600 149,982 20,588 -

Retail Salefl] $11,121,0000 $3,500,000| $12,834,000 $13,715,000 -

Total ®od and Beverage

Saleq2] $8,124,000f $1,186,000 $8,847,000f $4,410,000 -

Total Gas Sales (Galloff3) 779,000 812,000 - 3,162,000 -

Total Population 15,155 12,445 1,871 3,461 2,891

Total Employment 607 505 191 326 28

Total NonResident

Employment 527 475 185 320 24

TotalDaytime Population 15,682 12,920 2,056 3,781 2,915

Total Centerline Milef4] 10.74 4.35 5.12 9.11 0.78

Total EAV $146,963,022 $62,190,666| $48,196,426 $101,803,123 $33,604,911

Acres 539 744 168 390 109

Total Number of Police Callg

[5] 15,307 20,532 2,491 3,600 5,039

Total Number of Fire Ca[l§] 1,956 314 163 283 712

[1] Retail sales figures estimated based on the retail mix and square footages provided to SB Friedman by CMAP. Sates per squ
foot figures estimated usinBollars & CentseMarketerand SB Fr i edman’ s mar ket knowl edge
[2] Food and beverage sales estimated based on the retail mix and square footages provided to SB Friedman by CMAP. Sales per
square foot figures were estimated using Dollars & Cents and SBriafrien ° s mar ket knowl edge

[3] Gas sales were estimated by gas station location \&hEriedman experience amrket averages frolational Association

of Convenience Stores

[4] Townshipmaintained roads only

[5] Count of police calls provided by the Céatunty Sheriff

[6] Fire call counts for Subareas 1 and 2 were provided by the Des Plaines Fire Department. Fire call counts for Subateas 3, 4

5 were provided by the Glenview Fire Department

Source: CMARunless otherwise noted)

Fiscal Impact Model Structure and Methodology

To estimatethe overall fiscal impastof eachScenariga stabilizednet fiscal impact modelascreated.

SB Friedmanreatedthis model based on a review of current municipal service standards and budgets.
This model was usea testimate the operational fiscal impact, and accounts for the reveanescosts
associated with municipal operations by major departmefdditionally SB Friedmanonverted large
onetime capital costsinto annual payment@and included these estimatesto the net fiscal impact
modd.

9 Operational Revenues. Operating revenue projections in the model accounttfte keyongoing
municipal revenue sources derived frarawly annexegroperties, including:

0 Property tax
0 Sales tax (including food arfgkverage tak

SB FRIEDMANDEVELOPMENT ADVISORS 5 www.sbfriedman.com
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Fnes fees, licenses amtharges for servicgsc ol | ecti vely “ Charges” ) .
Municipal motor fuel tax

Per capita rebatesfrom he St at e of lahdl i noi s (the “ Stat e
Utility tax.

O O oo

9 Operational Expenses. To estimate the municipal operatingxpensesin each Senario, SB
Friedman utilizedn interviewbasedmarginal cosapproach.The interviewbased marginal cost
approach combined Hperson interviews of municipal staff and officials with a review of municipal
CAFRs and other budget documer@8 Friedman revieweamperationalexpenseselated to the
following departments

General Government;
Community Development;
Police/Public Safety;

Fire and EMS; and

Public Works.

O O O O ©

9 Capital Expenses. Capital costs thaeach municipalityvould likely incur due to annexation in each
Scenariovere compiledCapital costs include

0 Upgrades toroadway and sewenfrastructure to municipal standargs

0 Maintaining infrastructureimprovements and

o Buildngor acquiing new infrastructure and egpment to accommodate greater service
area andor population.

SB Friedmaand CMAPconducted interviews witldepartment directors andnunicipalstaff to
understandanticipated capital improvements due to annexation in e&tdenario As @pital
expenses & not typically paid for upfronbut are typically paid for out of municipal bond
proceedsSB Friedman converted large eti@e capital costs into annual costs by applytygcal
public sectorbonding assumptions and generating an annual payment v&agital expenses
were broken into longerm (i.e, facilities) and shorterm (i.e, equipment)categories based on
the lifecycle othe capitalwith different bonding assumptionsppliedfor eachcategory

9 Net Fiscal Impact. The total net fiscal impacstiotal revenuedesstotal operating andannualized
capital expensesf projected revenues are anticipated to be greater than projected operating and
capital expenses, the Scenario would be fisc:
financial psition. If projected revenues are anticipated to be less than projected operating and
capital expenses, the Scenario would be fiscally negative and could reqdditenal sources of
funds to be fiscally neutrdifom a municipal perspective

Revenues

The annexation proposed @ach Senario will increase the overall tax base and generate additional
revenue for each municipalityput also increase the demand and cost for municipal servitsegart of

the stabilized fiscal impact modé&B Friedmaprojected future revenues attributable to annexatidoy
municipalityand subareadetailed below irTable 4.

SB FRIEDMANDEVELOPMENT ADVISORS 6 www.sbfriedman.com
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SB Friedmarprojected the typical revenues associated witthe Generaland CapitalFund of each
municipality becaug taxpayer dollars to support omicipal gerations and capital expendituregre
deposited inthesefund. Other fundssuch as seupportingenterprise funds,fiduciary funds,nternal
servicefunds,special revenueuinds, andrust andagencyfunds are excluded from this analysis, and are
not separately modeled. These funds were excluded becauseattamither selfsupported by user fees
or special chrges (such asngerprise funds) or because theydo not represent core departmental
operations assciated with municipal service provision.

ANNUAL MUNICIPAL OPERATING REVENUES
TheBCA reviewsixprimarysources of revenusupportingGeneral Bnd operations:

Property tax

Sales tax (including food and beverage)tax

Fnes fees, licenses anthalges for service c ol | ecti vely “Charges”) ;
Municipal motor fuel tax

Per capita rebates fronthe State;and

Utility tax.

= =4 48 -4 A -9

The operating revenue factors and assumptions utilized to project annual municipal revenues are detailed
below and outlinedn Table 3.

Table 3. Municipal Tax Rates/Revenue Assumptions

| Des Plaines | Glenview | Niles | Park Ridge

Property Tax Rate 1.242% 0.493% 0.509% 1.003%
CompositeSales TaRate 2.00% 1.75% 2.25% 2.00%

Local Distributive Share 1.00% 1.00% 1.00% 1.00%

Home Rule 1.00% 0.75% 1.25% 1.00%
Food and Beverage Sales Tax Ra 1.00% 0.00% 1.00% 1.00%
Municipal Motor Fuel Tax Rate $0.04 per gallon  $0.04 per gallon $0.04 per gallon  $0.04 per gallon
Per Capita Rebat€2017)

Income Tax $95.22 $95.22 $95.22 $95.22

Motor Fuel Tax $2543 $25.43 $25.43 $25.43

Use Tax $24.44 $24.44 $24.44 $24.44
Utility Tax Rate

Electricity Variable by use Variable by use Variable by usg Variable by us€

Natural Gas $0.025 per therm  $0.045 per therm|  $0.030per therm| $0.020 per therm

Telecom 6.00% 6.00% 6.00% 6.00%

Source:City of Des Plaines, City of Park Ridge, Cook County, lllinois Department of Revenue, lllinois Municipal League, SB
Friedman, Village of Glenview, Village of Niles

1 Property Tax. SBFriedmanutilized an average ofotal EAVdata by subaredor the yearsfrom
2013 to 2015as provided by CMAEAYV by subarea was multiplied by property tax rates for the
relevantmunicipalityin each Scenari@s presentedn Table 3. This property tax ratés only the
municipal portion ofthe overall composite tax ratand does not reflect the total property tax
rate a homeowneror business ownewould pay Property tax isone of the largest revenue
sources across Scenariosypically representing about onrifth (18.2%) of total projected
revenue with a range from only 7.5% up to 25.9%

SB FRIEDMANDEVELOPMENT ADVISORS 7 www.sbfriedman.com
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9 Fines, Fees, Licenses and Charges for Service (“Charges”). SB Friedmanompiled a listing of fines,
fees, licenses, and charges for servioe eachmunicipality from 2016 CAFR Charges were
classifiedn the following ways:

0 Development or Non-Development Related. Chargesare classified agither related to
development (i.e.revenue that would only be realizeshe time in the event of new
development,such asguilding permit fees) or not related to development (j.@venue
realized in the course of dag-day busiess,such as/ehicle licenses)his classification
is meant todifferentiate between ongoing operationa¢venue sources versus otiene
sources, which are excluded fraanalysis irthe BCA

0 Resident or Daytime Population. Chargesrealsoclassified by who is likely to pay them.
Charges are classified as “ Resi dteemtor i f
“Daytime Populatioh i fresidemts dnd nomesident employeeare expected to pay
them.One examp |l e of charge Ra \wehicte eermit’which only applies to
vehicles whose owners residethre municipality An example of aDaytime Poplation”
chargeis a traffic fine which could be paid by either a resident or nesident This
classification is meant to clarihow the Charges normalizedand appliedo the analysis
in the BCA

In this way, each Charggclassified by its relatiomsp to the development process and by whom

it would be paid-“ N eDevelopment Related)aytime Populatiori, f or  Addidomaflyl, e .
Glenview included a charge for Dispatch Services, a large line item related to an emergency
dispatch center Glenview opates for several communities in north Cook County. As this is more
akin to an intergovernmental transfer and is unlikely to change in an annexation scenario, this
revenue source (and corresponding cost) was omitted from the analysis.

1 Sales Tax. SBFriedmanused thecompositesales tax ratesourced from the lllinois Department
of Revenue (ILDOR), astlined above irTable 3, and applied them teestimateddata on the
dollar volume ofsalesfor the retail mix in each ofhe five subareasSales volum data was
estimated using data from CMAP, industry sources and SB Friedman esti@@igzosite ales
taxratesoutlined above include boththe@0% di stri buti ve share recei
tax as well as home rule sales tates which vary bynunicipality As not all subareas have sales
tax generating land usenpt all Scenarisfeature revenue from this source.

1 Food and Beverage Sales Tax. SB Friedmauatilizedthe food and beverage sales tax ragesirced
from each municipalityasoutlined above irTable 3, andapplied them toestimateddata on the
dollar volume of food and beverage safesthe restaurant mix in each of the five subare8ales
volume data was estimated using data from CMAP, industry sources and SB Fristimartes
As not all municipalities in the analysis levy a food and beveragan@xot all subareas have
food and beverage sales tax generating land uses all Scenarig includerevenue from this
source

9 Municipal Motor Fuel Taxes. SB Friedmansed the municipal motor fuel tax ratssurced from
each municipality asoutlined above inTable 3, and applied them toestimateddata on the
number of gallons of gasoline sold in each subarea. Gasoline sales volume was estimated using
data from CMAPindustry sources and SB Friedman estimafesnot all five subareas feature
gasoline salesyot all Scenarig will feature revenue from this source.

SB FRIEDMANDEVELOPMENT ADVISORS 8 www.sbfriedman.com
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9 Per Capita Rebates. Per capita rebates ardistributed tomunicipalities from taxes collected by
the Stae. Municipalities receive the following reimbursemefrtam the State

0 Income Tax. lllinois nunicipalitiesreceive a share of statewide income tax collections
basedon their populationrelative tothe statewide population. For purposes ahalysis
in the BCA SB Friedmamised the standard metric produced by the lllinois Municipal
League (IML) for income tagbate per resident and applighat value to the anticipated
number of new residentd-or 2017the IML reported thencome taxper capita rebate at
$95.22.

0 Motor Fuel Tax. lllinois municipalities receive a share of statewide motor fuel tax
collections based on their population relative to the statewide populat®iB.Friedman
usedthe standard metric produced by the IML for motor fuel tax rebate psident and
applied that value to the anticipated number of new residents. For 2017, the IML reported
the motor fuel tax per capita rebate at $25.43.

0 Use Tax. Municipalities receive a share of statewide use tax collections designated as
“l ocal ” asedeon thead popudatiob relative to the statewide population. For
purposes ofinalysis irthe BCASB Friedmansed the standard metric produced by the
IML for use tax rebate per resident and apgltbat value to the anticipated number of
new residentsFor 2017the IML reports theuse taxper capita rebate at $24.44

9 Utility Tax. Utility taxes vary byhe utility and themunicipalityin which they are levied

0 Electricity. Eachmunicipalitytaxeselectricity by usagaccording tainigueuse schedules
Usage by housing unit or square foot was estimated usiost recent data availableom
the U.S. Energy Information Administratig A¥rom 2009 (for residentidand use¥and
2012 (for commercialand use¥ Estimated usage levels were applied t@ trelevant
inventory in each subarea and then multiplied by the tax rate in appropriate usage level
brackets to generate revenue estimates for e&denario

0 Natural Gas. Natural gasstaxed by the therm at variable rates byunicipality Usage by
housing unit or square foot was estimated usingst recent data availabkeom the U.S.
ElAfrom 2009 (for residentidand useyand 2012 (for commerciddnd usey Estimated
usage levels were applied to the relevant inventory in each subarddren multiplied
by the tax rate to generate revenue estimates for e&denario

0 Telecom. Telecom is taxed at 6.0i¥ball four communities. To estimate the new revenues
for eachmunicipalityfrom telecomtaxes, SB Friedmautilized a per capita approacBB
Friedman normalizedeec h muni ci pal i ty’ ©&y20hé tmaulne coma
total number of residents and employees (2015) and multiplied gbetient by total
residents and employees of each subarea.

9 Other. Other revenuegenerationconsidered as part of the BCA include:

0 Community Development Block Grant. Some municipalities, through the annexations
modeled in this analysis, may become eligible for Community Development Block Grants
(CDBG), while others may see their annual CDBG allocatioMadeling projected CDBG
receipts is beyond the scope thfe BCA However, Bsed oninformation from CMAPa
municipality which crosses the 50,000 population threshaidl becomes eligible for
CDBG fundsould expect an allocation dktween $250,000 and $300,000. This amount
hasnot been included ithe analysis

SB FRIEDMANDEVELOPMENT ADVISORS 9 www.sbfriedman.com
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0 Revenue Loss Due to Annexation. In cases where an annexing municipality is already
providing a service to a subarea, it is possible for annexation to actually redistang
levels ofrevenue.Examples include:

A Glenview Fire Department currently provid@e protectionservices to Subareas
3, 4, and 5 via the Glenbrook Fire Protection Distfibts district functions purely
as a “paper district” in which areas ou
Glenview Fire Department are charged a levy twetocosts associated with
service by the Glenview Fire Departmehie property tax rate for the Glenbrook
Fire Protection District is 0.720% wher
However, based on interviews, Glenview officististed that eventhe current
Glenbrook tax rate is insufficient to cover the costs of service to the covered
areas.If Glenview were to annex these aredise Villagetax rate would apply
instead of the Glenbrook Fire Protection District rate producing a loss of revenue
In this casethe same level of serviceould be provided(as well as other
municipal services besides just fire protectidm)wever, there would be a loss in
revenue The loss of revenuéased on current tax rate differentialg|as been
factored into the nodel in the appropriate Scenarios.

A Although water typically operates as an enterprise fu@lenviewmay lose
water-related revenue through annexatioof certain subareasCurrently,non-
Glenview residents receiving water seesiitom the Village of Glersiv pay a
nonresident rate greater than the resident rate. Upon annexatidhese
customerswould pay the lowerGlenview resident ratebut require the same
level of service However, water systems are assumed to be-sabporting
enterprise funds and wersot included in this analysis.

SB FRIEDMANDEVELOPMENT ADVISORS 10 www.sbfriedman.com
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Table 4. Summary of Revenues

Des Plaines Des Plaines Glenview Glenview Glenview Glenview

Municipality

Park Ridge

MUNICIPAL REVENUES

Property Tax 1.003% 1.242% 0.509% 1.242% 0.509% 0.493% 0.493% 0.509% 0.493% 0.4939
Municipality Tax Revenue $ 1,474,039% 1,825,281% 748,042% 772,408% 316,550% 306,600% 237,608% 245,320% 501,889% 165,67
Sales Tax

Local Distributive 1% $ 95,31.8 95,318 95,3.8 35,008 35,008 35,008 128,335% 128,335% 137,154%

Home Rule $ 95,318 95,31.% 119,148% 35,006 43,756 26,250 96,258 160,419% 102,866%

Food & Beverage $ 66,97% 66,97% 66,97% 11,86% 11.86% -$ $ 88,474 -$

Municipal Motor Fuel Taxes

Municipal Motor Fuel Taxes $ 28,88 28,886 28,88 32,48 32,486 32,48 $ -$ 124,720%

Utility Tax

Gas $ 80,864 $ 101,080 $ 121,295 $ 81,047 $ 97,256 $ 145,885 $ 33,745 $ 22,497 $ 50,782 ' $ 35,595
Electric $ 277,694 $ 284,148 $ 207,012 $ 235,885 $ 171,852 $ 223,811 $ 53,413 % 40,790 $ 73,769 % 52,224
Telecom $ 388,048 $ 363,398 $ 346,844 $ 298,567 $ 284,966 $ 322,268 $ 51,314 $ 45374 $ 94,242 $ 72,641
Per Capita Rebates

Motor Fuel Tax $ 385,392 $ 385,392 $ 385,392 $ 316,476 $ 316,476 $ 316,476 $ 47,580 $ 47,580 $ 88,013 $ 73,518
Income Tax $ 1,443,059 $ 1,443,059 $ 1,443,059 $ 1,185,013 $ 1,185,013 $ 1,185,013 $ 178,157 $ 178,157 $ 329,556 $ 275,281
Use Tax $ 370,388 $ 370,388 $ 370,388 $ 304,156 $ 304,156 $ 304,156 $ 45,727 $ 45727 $ 84,587 % 70,656
Non-Development-Related

Fines/Fees/Licenses/Permits

Residential $ 503,508 $ 1,182,156 $ 386,266 $ 970,764 $ 317,194 $ 406,543 $ 61,120 $ 47,687 $ 113,061 $ 94,441
Daytime Population $ 952,212 $ 753,780 $ 734,236 $ 621,020 $ 604,918 $ 796,815 $ 126,800 $ 96,263 $ 233,186 $ 179,777
Glenbrook Fire District

Change in receipts $ - $ - - $ - $ - $ - $ (109,406) $ - $ (231,093) $ (76,283
TOTAL MUNICIPAL RELATED REVEN UES $ 6,161,700 $ 6,995,177 $ 5,052,859 $ 4,899,678 $ 3,721,475 $ 4,101,297 $ 950,644  $ 1,146,623 $ 1,702,732 $ 943,522

Source: City of Des Plaines, City of Park Ridge, CMAP, Cook Dollatyg,& Cents,-&arketer, lllinois Municipal Leagu&ational Association of Convenience Stof@B,Friedmarttate of lllinois Department of Revenue, U.S. Energy Information Admirasirillage of Glenview, Village of Niles

SB FRIEDMAN DEVELOPMENT ADVISORS
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Expenses

ANNUAL MUNICIPAL OPERATING EXPENSES
The General Fund service costs were summarized by major categories/departments and include

General Government
Community Development
PolicdPublic Safety;

Fire and EM&nd

Public Works.

= =4 4 -4 9

SB Friedmarutilized an intervew-based marginal cost approach to estimate municipal operating
expenses in one of two wayEstimates of new operating and capital costs to service annexed areas were
used when provided bynunicipal department representativesn other cases,municipal saff were
requestedto separate departmental costs into fixed costs that do not change with population or
employment growth and variable costs that change as new people or employees a@ atid service

cost impact of annexation was estimated by applyihg percentage of current department budget
estimated to be variable to an appropriate per capiteetric (i.e, population, employment, area,
centerline miles), and multiplied by the expected increase in said metric duaexation.The final costs

of service provision in the fiscal model are based on a reconciliation of these two approaches.

The benefit of utilizing a marginal cost approach, rather than an overall per capita approach, is that this
method is based on detailed review of individual depeental budgets. This method assumes that some
costs are fixed and i ncr eas dncaseswaere‘asidpatméntisciosect i on
to capacity on its staffing or capital resources and new service demands are added, the cost oingxpand
capacity can appear to fall solely on the fidavelopment or annexatiothat pushes service requirements

to the point of requiring new investment. The result istair step patterfi of costs wherein investments

are made(i.e,t he f i r s thprowdessignificant mew capacity until some point in the future

where that capacity is exhausted and another investment is requiredtiib.e n e x Undérthisep ” ) .
met hod, expenses are driven primari |l gdedtimatee ach mi
expenses more accurately reflect the potential cost of service.

As part of the stabilized fiscal impact mod&B Friedmaprojected future operating costattributable to
annexation by municipality and subaredetailed below irTable 5. A summary of typical operational
expensesnalyzed as part dhe BCAs provided below by department.

1 General Government. General government typicallpccounts for costs associated with the
following local governmerfunctions:

Finance

Human resourcesgesident service, and other administration;
Humanservices (i.esocial services);
Informationtechnology;

Legal

Village Boardand

O O OO Oo0Oo

SBFRIEDMAN| DEVELOPMENT ADVISORS 12 www.sbfriedman.com



CMAP Fiscal Impact of Annexation, Mai®rthfield Unincorporated Area Plan

o Village Manager

1 Community Development. Community development typicalpccounts forcosts associated with
the followinglocal government functions:

o Buildingkengineeringsite plan review;

0 Building inspection/code enforcement;

o Communitydevelopment; and

o Planning

9 Police/Public Safety. Police or public safety costs typically account for the costs associated with
operatingmunicipal police forces. This includes the following:

o Personnel alary and benefitsand
0 Maintenance of equipmerand facilities

1 Fire and EMS. Fire and EMS costs typically account for the castociated with operating
municipal fire protection and eergency medical response (ambulance) services. This includes
the following:

o0 Personnel alary and benefitsand
0 Maintenance of equipment and facilities.

1 Public Works. Permunicipalpolides the municipalityis responsible for all maintenance costs
associated witmew municipal roads after annexatioRoutine maintenanceypically includes
snow removal, street lighting, street sweeping, madking and padeveling, grinding and
resurfacing, crack fill and pair, curb repairs, pothole patching, pavement markings, traffic
signage, traffic signals, landscaping and beautification, median maintenareke other
miscellaneous serviceBublic works may also be responsible for maintenance of public buildings,
munidpal engineeringstudies and maintenance ajther infrastructure.

As previously mentioneenterprisefunds(i.e, sewer, water, or parking operationgjere excluded from
the analysis because their operations are supported by user fees or special £hBegk andibrary
districts,as separate taxing distrigtare also excluded froranalysis in the BCA
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Table 5. Summary of Operating and Capital Costs

Municipality Park Ridge Des Plaines Des Plaines Glenview Glenview Glenview Glenview
MUNICIPAL EXPENDITURES
General Government $ = $ 902,316 $ 476,405 $ 743,395 $ 392,144 % 1,489,685 $ 237,058 $ 61,455 $ 435952 $ 336,101
Community Development $ - $ 266,000 $ 880,767 $ 266,000 $ 725,641 $ 882,013 $ 132,603 $ 115,474 $ 245291 $ 204,893
Public Safety $ - $ 2,597,735 $ 2,115,225 $ 3,484,465 $ 2,837,251 % 3,471,340 $ 461,700 $ 344,223 $ 863,000 $ 731,000
Fire and EMS $ - $ 4,284,243 $ 3,048,034 $ 687,757 $ 489,306 $ 3,300,000\ $ 347,014\\
Public Works $ - $ 595,137 $ 781,346 $ 821,856 $ 316,528 $ 257,078 $ 302,581 $ 372,553 $ 537,972 $ 46,126
g;‘;';?rggd Debt - Roadway Upgrade to Munic - $ 1607034 $ 1208775 $ 1,096,711 $ 876,407 $ 603,231 $ 870,257 $ 525683 $ 1,349,954 $ 90,461
Capital and Debt - Ongoing maintenance $ = $ 448,450 $ 177,085 $ 181,670 $ 71,738 % 206,055 $ 242,526 $ 84,436 $ 431,199 $ 36,971
Capital and Debt - Other Capital Needs [1] $ - $ 1,377,481 $ 1,957,069 $ 1,049,342 $ 1,125,531 $ 1,979,508 $ 48,086 $ 102,993 $ 82,978 $ 51,582
TOTAL MUNICIPAL EXPENDITURES $ - S 12,078,398 S 10,644,705 S 8,331,196 $ 6,834,546 $ 12,188,909 $ 2,294,811 $ 1,953,831 S 3,946,346 S 1,497,136

[1] Other Capital Needs inclusieehicles, facilities, and oréme investments required upon annexation
Source: City of Des Plaines, City of Park Ridge, GD&aR County SherifGewalt Hamilton, Internal Revenue Service, SB Friedman, Village of Glenview, Village of Niles
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CAPITAL EXPENSES

Capital expenses include all municipal capital costs associated wibctrgariosA summary of capital
costsattributable to annexation by municipality asdbareas detailed above ifiable 5. Three categories
of capital costs are estimated as follows:

I Upgrades of Roadway and Sewer Infrastructure to Municipal Standards. The BCA assumes that
each subarea will require infrastructure investment to brihg existing infrastructure up to the
standards of the annexing municipality. For thessts, SB Friedmdras relied upon the results
of a study conducted by Gewal t Hthatreviewedtme As s oci
costs associated with upgradjrinfrastructure to thestandardsof the annexing community in
each Scenario Gewalt Hamiltonprepared conceptevel cost opinionsfor the following
infrastructure

Expanded roadway width and pavement resurfaging
Additional sidewalks;

Additional streetlights;

Installing curbs and gutters; and

Installing sewer mains.

O OO0 0o

Values and modeling assumptions were validated by public officials responsithle fespective
capitalimprovements.SB Friedmaiapplied bonding assumptions (as described abduehe
provided cost estimate® generate an annual cost associated with these upgradasability in

cost assumptions by Scenario is driven by the different statutory requirements infrastructure
must meet in eacimunicipality AdditionallyGlenview indicated tbre would be further costs not
accounted for in the Gewalt Hamilton study to bring storm sewers up to Village standards. Those
costs were added to the estimates provided by Gewalt Hamilton and wenealized using
similar bonding assumptions as the othefrastructure

1 Long-term Maintenance Costs for Infrastructure Improvements. It is assumed that annexing
municipalities will become responsible flamgterm maintenance o@ll roads currently under
Township jurisdiction in each subarethe annexation oédditional roads creates a logrm
liability for the municipality, as this infrastructure will need to be maintairiddjor repair costs
for roads ardypicallyincurred in onetime lump sumsat some future date (20, 40 or more years
in the future).Toapproximate municipal roadway maintenance standa&B,Friedman reviewed
muni ci pal Capital |l mprovement Plans (“ClPs”) f
annual expenditures for roadway maintenance were pultedh the CIP$0 estimate theaverage
expenditure per year. Thigalue was normalized by the total mileage in the municipality to
generate an average annual expenditure for roadway maintenance per mimeuafcipally
maintainedroadway. This value was applied to the roadway mileagerthnicipalities wilinherit
upon annexatiorto generate an annual operational cost requirement for roadway maintenance

T New Infrastructure and Equipment Costs Required to Accommodate Increased Service Area and
Population. Some Scenarios will require némfrastructure or equipmento support operational
activities to serve the expanded service areas or populatiBstimates of new capital and
equipment needs were provided byumicipal staff and department directors in interviews and in
follow up correspadence.Typical capital costs incurred by departments are as follows:
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0 General Government. No responding municipalities indicated there would be new capital
costs associated with general government functidrssnexation were to proceed

0 Community Development. Only one community reported new capital costs associated
with community development, for new vehicles to serve an expanded staff.

0 Police/Public Safety. Typical capital costs for police/public safety include new vehicles
and equipment for expased police forces and costs associated with new facilities
(building and land)

0 Fire and EMS. Typical capital costs fdire and EM3$nclude new vehicles and equipment
and costs associated with new faciliti@er example, fire trucks anduilding and land
associated with a new fire statipn

0 Public Works. Typical capital costs for public works include new vehmhesequipment
and costs associated with new facilitiésr (example building and lanéssociated with a
new satellite garage

The BCAdoesnot account for any additional park, public transit or library development within the
Subareas

Net Fiscal Impact

The total net fiscal impact tetal revenues less total operating and annualized capital expei$esnet
fiscal analysis presemthe projected costs of service delivergnd annualizedcapital improvementgo
each subarea againptojected revenues to determinehether or noteach Scenario is fiscally positive or
negative A summary of nefiscal impact is available belowTable 6. A net fiscal impact was not included
for the City of Park Ridge becausgensedata was not availableithin the timeframe for completing
this report.
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Table 6. Annual Net Fiscal Impact

Municipality Park Ridge Des Plaines Des Plaines Glenview Glenview Glenview Glenview
MUNICIPAL REVENUES
Property Tax 1.003% 1.242% 0.509% 1.242% 0.509% 0.493% 0.493% 0.509% 0.493% 0.4939
Municipality Tax Revenue $ 1,474,039% 1,825,281% 748,042% 772,408% 316,550% 306,600% 237,608% 245,320% 501,889% 165,67
Sales Tax
Local Distributive 1% $ 95,31.8 95,318 95,31.8 35,008 35,008 35,006 128,335% 128,335% 137,154%
Home Rule $ 95,318 95,31.% 119,148% 35,008 43,750 26,250 96,258 160,419% 102,866%
Food & Beverage $ 66,97% 66,97% 66,97% 11,86% 11,86% $ $ 88,474 $
Municipal Motor Fuel Taxes
Municipal Motor Fuel Taxes $ 28,88 28,886 28,88®% 32,48 32,48 32,48 $ -$ 124,720%
Utility Tax
Gas $ 80,864 $ 101,080 $ 121,295 $ 81,047 $ 97,256 $ 145,885 $ 33,745 % 22,497 % 50,782 $ 35,595
Electric $ 277,694 $ 284,148 $ 207,012 $ 235,885 $ 171,852 % 223,811 $ 53,413 $ 40,790 $ 73,769 $ 52,224
Telecom $ 388,048 $ 363,398 $ 346,844 $ 298,567 $ 284,966 $ 322,268 $ 51,314 % 45374 % 94,242 $ 72,641
Per Capita Rebates
Motor Fuel Tax $ 385,392 $ 385,392 $ 385,392 $ 316,476 $ 316,476 $ 316,476 $ 47,580 $ 47,580 $ 88,013 $ 73,518
Income Tax $ 1,443,059 $ 1,443,059 $ 1,443,059 $ 1,185,013 $ 1,185,013 $ 1,185,013 $ 178,157 $ 178,157 $ 329,556 $ 275,281
Use Tax $ 370,388 $ 370,388 $ 370,388 $ 304,156 $ 304,156 $ 304,156 $ 45,727 % 45,727 % 84,587 $ 70,656
Non-Development-Related
Fines/Fees/Licenses/Permits
Residential $ 503,508 $ 1,182,156 $ 386,266 $ 970,764 $ 317,194 $ 406,543 $ 61,120 $ 47,687 $ 113,061 $ 94,441
Daytime Population $ 952,212 $ 753,780 $ 734,236 $ 621,020 $ 604,918 $ 796,815 $ 126,800 $ 96,263 $ 233,186 $ 179,777
Glenbrook Fire District
Change in receipts $ - $ - $ - $ - $ - $ - $ (109,406) $ - $ (231,093) $ (76,283
TOTAL MUNICIPAL RELATED REVENUES S 6,161,700 $ 6,995,177 $ 5,052,859 $ 4,899,678 S 3,721,475 S 4,101,297 S 950,644 $ 1,146,623  $ 1,702,732 $ 943,522
MUNICIPAL EXPENDITURES
General Government $ - $ 902,316 $ 476,405 $ 743,395 $ 392,144 $ 1,489,685 $ 237,058 $ 61,455 $ 435952 $ 336,101
Community Development $ = $ 266,000 $ 880,767 $ 266,000 $ 725,641 $ 882,013 $ 132,603 $ 115474 $ 245291 $ 204,893
Public Safety $ - $ 2,597,735 $ 2,115,225 $ 3,484,465 $ 2,837,251 $ 3,471,340 $ 461,700 $ 344,223 $ 863,000 $ 731,000
Fire and EMS $ - $ 4,284,243 $ 3,048,034 $ 687,757 $ 489,306 $ 3,300,000\ $ 347,014\\
Public Works $ - $ 595,137 $ 781,346 $ 821,856 $ 316,528 $ 257,078 $ 302,581 $ 372,553 $ 537,972 $ 46,126
g;‘:;?r:;‘d Debt - Roadway Upgrade to Munic - $ 1607034 $ 1208775 $ 1,096,711 $ 876,407 $ 603,231 $ 870,257 $ 525683 $ 1,349,954 $ 90,461
Capital and Debt - Ongoing maintenance $ - $ 448,450 $ 177,085 $ 181,670 $ 71,738 $ 206,055 $ 242526 $ 84,436 $ 431,199 $ 36,971
Capital and Debt - Other Capital Needs [1] $ = $ 1,377,481 $ 1,957,069 $ 1,049,342 $ 1,125,531 $ 1,979,508 $ 48,086 $ 102,993 $ 82,978 $ 51,582
TOTAL MUNICIPAL EXPENDITURES $ = S 12,078,398 $ 10,644,705 S 8,331,196 S 6,834,546 $ 12,188,909 S 2,294,811 $ 1,953,831  $ 3,946,346 S 1,497,136
|NETFISCAL IMPACT FOR MUNICIPALITY $ SR (5,083,221) $ (5,591,846) $ (3,431,518) $ (3,113,071) $ (8,087,612) $ (1,344,167) $ (807,207) $ (2,243,614) $ (553,614)|

[1] Other Capital Needs inclugleehicles, facilities, and oAme investments required upon annexation
Source: City of Des Plaines, City of Park Ridge, Gb&aR CountyCook County Sheriffjollars & Cents,-®arketer, Gewalt Hamiltonlllinois Municipal Leaguéiternal Revenue Serviddational Association of Convenience Sto&B,Friedmarstate of llinois Department of Revenue, U.S. Energy
Information AdministrationVillage of Glenview, Village of Niles
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IMPLICATIONS OF FISCAL IMPACT RESULTS

Each of the Scenarios reviewed as part of the BCA returns a negative fiscal impact for the annexing
municipality. Based on the above analysis, there are three primary factakénd the negative fiscal
results as describetbelow:

1. High Costs of Infrastructure Upgrades. Capital costselated to upgrading existing road, sewer and
stormwater infrastructure to municipal standardse one of the significant drivers of costs related
to annexation. On average, these costs represgroximately36% of the totalnegativefiscal
impact.

2. Capital Costs of New Facilities and Equipment. Communitieswith departments operating at or
near capacityin terms of personnel, equipment and facilities are required to make significant
investmens in new facilities, equipment or staffing to accommodate the annexed subareas (i.e.
the “stair step” function described above). Ma
to build, staff and equip new facilities such as fire stadjgoublicworks garageetc. On average,
these costs represent approximately%Qof the totalnegativefiscalimpact.

3. Lack of a Diversified Tax Base. Many of the commercial areaadjacent to the five subareas are
part of adjacent municipalitie®r have been annexkby adjacent municipalitie¢eaving a more
residentiallyfocused tax baseAs a comparative benchmarthe share of norresidential EAV in
Cook County is 35%, while the na@sidential EAV in theubareas range fromnly 16% down to
1% Since residenttend to demand more municipal services than employees innesidential
uses municipalities rely heavily oproperty and sales taxes frooommercialusesto help offset
the costs of providing services to residentiaks.

The predominance of residentiakes alsaneansthat retail sales tax generation in the subareas
arelower than a typical municipality in the Chicago region.averagebased on CoStar dathe
CMAPsevencounty Chicagoegion hare approximately 53quare feef retail percapita while
the subareas in aggregate have less thi@quare feebf retail percapita Onlyin Subarea 3 ithe
square foot per residergreater than the regional averag80 square feet per resident)

The fiscal impact analysis shows thasgite efficiencieshat may begainedor expectedrom municipal
provision of services to these aredBe costs related to infrastructure upgrades, capital costs of new
facilities and the lack of a diversified tax base make it challengimguoicipalities to provide seiges in

a fiscally neutral wayin practical termsannexationby municipalities would likelgnly be viableif the
following outcomes can be achieved:

1 Residents receivanimproved level of service and upgrades to existing infrastructorea f
nominal ircrease in taxeser fees

1 The County can reduce operational lossagently being incurregand

1 Municipalities can annex without assuming a fiscal burden/structural deficit.
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Achieving such a wiwin-win scenario will requirestrategiesto overcoming the stictural imbalance
observed in providing services to tsabareasWhile no single strategy is likely to unlock all thraes,
there are wtential strategiedo consider which could move tleibareasloser to the outcome described
above.

9 State and/or County Infrastructure Cost Financial Assistance. This model assumes substantial
investments by annexing municipalities to upgrade existing infrastructure to municipal standards
Reducingtheanne xi ng muni cconpribution thgougk seduiigothen sources of
funding would decrease themount the municipalities would need to bond to finance these
improvements For example, the County had previously used a tool called the Unincorporated
Cook Infrastructure Improvement Funft h e “ UC I atdhihg souecs of dundsnmfor
municipalities to upgrade infrastructure as part of an annexatldtilizing this toolalong with
other State and County fund®uld reduce the costs borne by the annexing municipality to bring
existing infrastructure up to muaipal standards.

9 County Financial Assistance from Reduced Operating Costs. Cook County is currently spending
more to provide municipalevel services to the subareas than it is collecting from them in
revenue. Instead of ceasing its spending on operations costs fauiBeas immediately upon
annexation, the County could contea portion of the spending that would have occurred to
service these areas @ payment to the annexing municipalit@vertime this payment could be
reducedin phase®nce other capital costs incurred by the municipality have been paidihatfis
way,the County still receives an immediate benefd reduction in its fiscal losses, while reducing
some of the costs to municipalities associated with annexation of the subareas.

1 Special Service Areas (SSA). In some instanceservices provided bgxisting taxing districts may
be replacedoy municipal services the process of annexatioin the event that such a process
would result in a reduced property tax ratthat differential could be captured via an SSA to
support capital improvements or @pations in the subarea.

In Illinois, couriesand municipalitieshave the authority to establish SStsprovide a means of
funding improvements within a designated aréan SSA is a propertsixing mechanisnthat can

be used to fund a wide range of spal or additional services and/or physical improvements in a
defined geographic area within a municipality or jurisdictibman SSA, a small percentage is
added to the property tax of the properties within the defined service area. The revenue received
from this targeted increase is channeled back into projects and programs benefiting those
properties. An SSA can be rejected if 51 percent of the property owners and electors within a
designated area object.

For example, if the North Maine Fire Protecti®istrict (NMFPD) were to be replaced with a
municipal fire department, the 1.664% NMFPD tax rate would be removed and replaced with a
lower municipal property tax rate (all four municipalities reviewed had property tax rates below
1.664%). An SSA coulel lised to capture some of the differenbetween the higher NMFPD and
lower municipal property tax rateprovidingthe municipalityadditional resource support the
integration of the annexed subarea whikeeping tax rates relatively stable fagsidents.

Potential SSA scenarios are shown belowable 7. If an SSA were to be used alone as a means
to close the fiscal gap, the tax ratould potentially rangdrom 1.647% up to 13.005%. If,
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however, an SSA was used in conjunction with other formsahéial assistandge.,to handle
capital costs as described in the first bullet point ahoWlee SSA tax rate could be reduced and
range from 0.370% to 8.8528&pending on the subarea and municipality

Combine Subareas in Annexation Agreements. Certdn subareas present greater fiscal challenges
than others upon annexatiodue to factors such adiffering amounts of sales tegenerating uses

or calls for emergency servicéis disparity can present challenges in making all of the subareas
attractive as annexation targetdt may be possible to combine the subareas in such a way as to
offset land uses which require more services with those that generate more revenues, thereby
makingthe aggregate subareadtractive as a target for annexation.

Leverage Existing Capital Facilities and Assets. To the extent possible, annexing municipalities
could exploreacquiringthe facilities and assetef agenciesurrently providing services to the
subareasand incorporating theninto the municipal departmerstwhich will be providing services
upon annexation For examplea fire protection districtthat is no longer providing service to a
subareamay have surplus equipment which the annexing municipality could acdigapiisition

in this manner may be lowerost than new construction as the annexing municipality could likely
acquire the equipment or facility by taking on thetstandingdebt only and not paying the entire

cost forthe new equipment orfacility. SB Friedman understands, however, that the vadfie
existing facilities in annexed subareas is in some ways relative to the siting of existing municipal
facilities; therefore, this may not always be a practical solution to new facility needs.
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Table 7. Potential SSA Scenarios

Municipality Park Ridge Des Plaines Des Plaines Glenview Glenview Glenview Glenview
SSA Test
Net Fiscal Impact for Municipality $ = $ (5,083,221) $ (5,591,846) $ (3/431,518) % (3,113,071) $ (8,087,612) $ (1,344,167) $ (807,207) $ (2,243,614) $ (553,614
Total EAV - $ 146,963,022 $ 146,963,022 $ 62,190,666 $ 62,190,666 $ 62,190,666 $ 48,196,426 $ 48,196,426 $ 101,803,123 $ 33,604,911
SSA Rate Needed to Equalize Fiscal Impact == 3.459% 3.805% 5.518% 5.006% 13.005% 2.789% 1.675% 2.204% 1.647%
SSA Test - Less Up-Front Capital Costs [1]
Net Fiscal Impact for Municipality $ - $ (5,083,221) $ (5,591,846) $ (3,431,518) $ (3,113,071 $ (8,087,612) $ (1,344,167) $ (807,207) $ (2,243,614) $ (553,614
Up-Front Capital Costs $ = $ 2,984,516 $ 3,165,843 $ 2,146,053 $ 2,001,938 $ 2,582,739 $ 918,343 $ 628,676 $ 1,432,933 $ 142,044
Net Fiscal Impact for Municipality Without ¢ - $  (2,098,705)$  (2,426,003)$  (1.285465)$  (1,111,133)$  (5,504,873)$ (425,824) $ (178,532) $ (810,682) $ (411,571
Up-front Capital Costs
Total EAV - $ 146,963,022 $ 146,963,022 $ 62,190,666 $ 62,190,666 $ 62,190,666 $ 48,196,426 $ 48,196,426 $ 101,803,123 $ 33,604,911
SSA Rate Needed to Equalize Fiscal Impact -- 1.428% 1.651% 2.067% 1.787% 8.852% 0.884% 0.370% 0.796% 1.225%

[1] Assumes capital costs to upgrade infrastructure and expand/upgrade department facilities and equipnfendarckthrough other sourcef.g.the UCIIRadministered by the Coun}y

Source: City of Des Plaines, City of Park Ridge, GB&aR CountyCook County Sheriffjollars & Cents,-®arketer, Gewalt Hamiltonlllinois Municipal Leaguéiternal Revenue Service, National Association of Convenience S& &siedmaritate of llinois Department of Revenue, U.S. Energy

Information AdministrationVillage of Glenview, Village of Niles
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Next Steps

As noted above, the BCA is intended toypde an order of magnitudestimate of revenues and costs
based on data receivefftom the County, CMAP, municipal staff interviews and analysis of municipal
budget documentsif the County andany of the municipalities were tonove toward crafting an
Intergovernmental Agreement regarding annexation or cost/revenue sharing, further analysis may be
needed to refinecosts and revenuesstimates
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Limitations of Our Engagement

Ourreport is based on estimates, assumptions and other information developed from research of local
government fiscal policies, knowledge of the industry, and meetings during which we obtained certain
information. The sources of information and bases of the es@®mand assumptions are stated in the
report. While sources used are ones which we deem reliable, no guarantee can be made as to their
accuracy. Some assumptions inevitably will not materialize, and unanticipated events and circumstances
may occur; therefore, actual results achieved during the pkdovered by our analysis will vary from
those described in our memorandum, and the variations may be material.

The terms of this engagement are such that we will have no obligation to revise et to reflect
events or conditions that occur subsequédo the date of thereport. These may include changes in local
fiscal policy or other factors.

Ourreport is intended for your information and for submission to local governmental entities reviewing
the Project and should not be relied upon for any atparposes. Otherwise, neither threport nor its
contents, nor any reference to our Firm, may be included or quoted in any offering circular or registration
statement, appraisal, sales brochure, prospectus, loan, or other agreement or document with@uiowur
written consent.
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